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GREAT BRITAIN AS CREDITOR AND DEBTOR 


BY DR PER JACOBSSON 


There were many reasons — some very im- 
portant, some less important — why Great Bri- 
tain became the leading nation in the industrial 
revolution of the last decades of the eighteenth 
and the beginning of the nineteenth century. That 
the country had coal and iron was no doubt im- 
portant, but other countries also had coal fields 
and iron mines comparable to those in Britain. 
For trade with America and other overseas coun- 
tries and possessions Britain’s geographical posi- 
tion was excellent although no better than the posi- 
tion of France or that of the Low Countries. But 
being an island, Britain was protected from the 
direct impact of continental wars. With no in- 
vasion since the early middle ages, the British 
people had been able to develop in an atmo- 
sphere which favoured the free interchange of 
ideas and allowed the individual a wider sphere 
of action and greater security than in any other 
great nation. With brief exceptions (one occur- 
ring at the time of Cromwell) the country en- 
joyed the almost inestimable benefit of having 
no warfare within its borders; its free parliamen- 
tary institutions could even continue unimpaired 
during the troubled period of the French Revo- 
lution and the Napoleonic wars. Without a doubt, 
this atmosphere of freedom and security was 
conducive to the birth of inventions followed by 
the establishment of factories and a growth of 
commercial houses, banks, shipping companies, 
etc. Britain gradually became the richest country 
in the world, with a surplus of capital available 
for export, in itself a factor of great political 
importance, and the more so, as it was supple- 
mented by a navy capable not only of defending 
Britain’s own possessions but also of ensuring a 
“pax britannica” round the seven seas. 

It is difficult to overrate the importance of the 
fact that the country, which because of its wealth 
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was imitated by others and which, in addition, 
exerted a direct influence generally by its com- 
mercial and financial activities, stood for personal 
freedom and security and had in a practical man- 
ner developed institutions by which this freedom 
and security were effectively protected. 
Economically, the investment of British capital, 
in both new and old countries, helped to develop 
these countries more rapidly than would other- 
wise have been the case. There were, indeed, occa- 
sions, when British capitalists made extra- 
ordinarily large profits on their foreign invest- 
ments, but the bulk of the investments, partic- 
ularly those in the United States — largely for 
the construction of railways — and in parts of the 
British Empire, was offered at rates which even 
from our viewpoint appear moderate, four per 
cent. being, for instance, the usual rate for loans 
to the Indian Government. Much new financing 
occurred in the cheap-money period which stretch- 
ed from the ’eighties to about 1905. It should 
also be remembered that the fact that Britain was 
a free trade country made it relatively easy for 
the debtors to obtain the funds required for the 
payment of interest and amortisation. The British 
investments were essentially of a productive char- 
acter, leaving a surplus of benefits in the borrow- 
ing country even after the debt service had been 
paid. As so strongly emphasized in an address on 
the 18th April 1947, by Mr John J. McCloy, the 
President of the International Bank for Recon- 
struction and Development, “‘it is not a wise inter- 
national investment if the flow of capital does 
not equally benefit the borrower and lender” ; and 
as an illustration Mr McCloy referred to Bri- 
tain’s foreign investments which from the middle 
of the nineteenth century increased at the rate of 
about £60 million (equal to $300 million) annually, 
an amount which would be much higher in terms 
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of present purchasing power. “Not all of Great 
Britain’s foreign investments”, said Mr McCloy, 
“were wise or fortunate, but on the whole they 
were of enormous benefit to Great Britain, en- 
abling her to build up in the period of her greatest 
industrial supremacy new markets with which to 
trade and a source of income to support her 
standard of living when that supremacy was 
challenged. They were of enormous benefit to the 
rest of the world, too; much of the development 
of industry in Europe, and of the industrial and 
agricultural development of both North and South 
America and of the Far East was made possible 
through the financing provided by Great Britain 
and to a less extent by other creditor countries, 
such as France, the Netherlands, Belgium, Swit- 
zerland, Germany and Italy”. 

In the first and second world wars these foreign 
investments stood Britain in good stead: in both 
these emergencies they were partially drawn on 
to sustain the war effort. From 1915 to 1917 in- 
vestments in American railways in particular were 
realised; but, even so, the country’s income from 
foreign investments was relatively well kept up. 
According to estimates by the Board of Trade, 
quoted by Professor Pigou and Mr Colin Clark, 
the income from overseas investments was £250 
million in 1929 as compared with £210 million in 
1913, the rise in money income being less, how- 
ever, than the simultaneous rise in prices. And 
from 1923 onwards the British had to pay some 
£30 million annually on account of war debts to 
the United States, although for a time this was 
largely covered by British receipts on account of 
reparations and of war debts. When, after the 
Hoover Moratorium, Great Britain ceased to re- 
ceive what was thus payable to her from Ger- 
many and other countries, the decision was taken 
to stop the payment of war-debt annuities to the 
United States. Again it was found that debts of 
a political origin for purposes of war and warlike 
preparations are in a special category, being less 
firmly founded than debts of a productive nature. 

In the ’thirties Great Britain had for several 
years a deficit of about £50 million in the current 
account of her balance of payments. Serious as 
such a deficit may have been from the British 
point of view (since it meant that the country’s 
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own savings were insufficient to sustain the vol- 
ume of its domestic investments with no surplus 
of capital for new investments abroad), from a 
general point of view the result was in some res- 
pects rather fortunate in that the debtor countries 
were given a chance to repay a part of their debts 
to Great Britain. 

At the beginning of the second world war Great 
Britain’s foreign investments were estimated at a 
capital amount of £3,900 million; of these invest- 
ments some £1,100 million were used up during 
the war. There ought thus to be about £2,800 
million left in British possession, but the mat- 
ter is not quite so simple. It is, for instance, 
still impossible to tell what may be the real value 
of the pre-war investments in Germany and cer- 
tain other countries on the continent of Europe. 
Moreover, losses were suffered in the Malay 
Peninsula and some other areas affected by 
actual warfare. On the other hand, the value of 
not a few investments, such as holdings of shares 
and other direct participations in business con- 
cerns, may be expected to increase in terms of 
pounds owing to the rise in commodity prices. A 
considerable part of these direct investments con- 
sist of holdings in active concerns, which depend 
for their successful operation on continued rela- 
tions with business in the British Isles. 

As regards income from overseas investments 
the second world war brought the following 
changes in the British balance of payments: 


1938 1946 
£ millions 
Receipts from abroad of interest, etc.. 205 150 
Payments abroad of interest etc... . 30 70 
Net income from overseas investment 175 So 


The net reduction in interest receipts thus came 
to £95 million. Of the amount of interest paid 
abroad £20 to £30 million is probably on account 
of sterling liabilities (at the prevailing low interest 
rates). With regard to these liabilities it is the 
capital more than the interest charge which consti- 
tutes a burden and may cause difficulties from a 
monetary point of view. 

The sterling liabilitites were incurred to pay for 
imports from India, Egypt, the Argentine and a 
number of other countries and to cover the costs. 
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of troops stationed in such countries as India and 
Egypt, the countries in question furnishing their 
own currency against sterling credited to them in 
London. The purposes for which the sterling lia- 
bilities were incurred were thus the same as those 
for which Great Britain and the United States 
furnished goods and services to eachother and to 
so many allied nations under mutual aid and lend- 
lease schemes, but in these cases the obligations 
arising from the wartime financing have practic- 
ally all been written off by agreements entered 
into after the war was over. 

By the end of 1946 the accumulated sterling 
liabilities had reached a total of about £3,500 
million, with £1,225 million due to India, £630 mil- 
lion to Egypt, Palestine and to other countries in 
the Middle East, £140 million to South American 
countries, £440 million to the Dominions of 
Australia, New Zealand, South Africa and Eire, 
£600 million to other sterling area countries, 
and finally £450 million mainly to the Continent 
of Europe. 

These are, however, not the whole of Great 
Britain’s external liabilities. In the first place, a 
new line of credit of $3,750 (= £935 million) was 
obtained under the Anglo-American Financial 
Agreement of December 1945 (ratified in July 
1946); and other liabilities were assumed by 
Great Britain under various payment agreements. 
The country’s aggregate external liabilities had 
risen to about £4,500 million by the summer of 
1947. 

In the Anglo-American Financial Agreement 
reference was made to the question of Britain’s 
sterling liabilities, these being divided into three 
groups: 

(a) one part should immediately be released, 


i. e. be available for payments generally, which 
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meant that the sterling in question might be con- 
verted into dollars ; 

(b) another part should be gradually released in 
the same way over a number of years; 

(c) but it was further envisaged, that there 
should be a scaling-down by agreement, which 
meant that one part should be written off. 

It has so far proved impossible in the negotia- 
tions with the creditor countries (the Argentine, 
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Egypt, India, etc.) to arrive at any scaling-down of 
the liabilities; in fact that question has been left 
open, temporary agreements being concluded as to 
the availability (with convertibility) of a part of 
the sterling liabilities while the bulk has been 
blocked. Such a blocking was a necessary condition 
for the resumption of convertibility of the pound 
on current (but not generally on capital) account 
as from 15th July 1947 — a step which, however, 
was reversed in the course of the following month. 

In an address delivered in May 1947, Mr 
Dalton, the Chancellor of the Exchequer, refer- 
ring to the sterling liabilities accumulated during 
the war, explained his attitude to the problem in 
the following words: “This vast accumulation of 
debt represents an unreal, unjust and unsupport- 
able burden. If lend-lease and mutual aid had been 
applied among all the members of the Grand Alli- 
ance as they were applied between the United 
States and the British Commonwealth, by far the 
greater part of these debts would never have 
been charged up against us. Sooner or later — 
and it would be better sooner than later — this 
mass must be very substantially scaled down.” 

In Parliament the attitude of the Chancellor was 
approved in speeches from all sides of the House. 
The feelings which prompt a united Britain to 
insist on a scaling-down of the sterling liabilities 
are not difficult to understand. The British feel 
that when they in 1939 — together with France — 
declared war on Hitler’s Germany they took a 
most important step towards the rescue of West- 
ern civilisation and the restoration of decency 
in the world; that they together with the Com- 
monwealth held out against heavy odds, sparing 
neither themselves nor their resources when other 
countries stood aside; that it would be a poor 
reward, indeed, if they were now to be crippled 
with the burden of huge external liabilities in- 
curred for the defence of all those essential li- 
berties which would have been lost if Hitler had 
won, With regard to the main creditor countries, 
India and Egypt, actual warfare was only just 
kept away from their frontiers, thanks largely 
to British efforts, and in that way these 
countries were spared the tremendous devasta- 
tion which would have resulted, had the actual 
fighting taken place on their own territory. 
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Italy, although its capital city and several of 
its provinces escaped all war damage, is esti- 
mated to have suffered such damage to the tune 
of 230 milliard 1938 lire (equal to about 3 milliard 
pre-war pounds) i. e. many times more than the 
total amount of Indias’ and Egypt’s aggregate 
claims on Britain. 

None will deny the importance of Britain’s 
stand during this, the greatest of all wars. But 
India and Egypt are not likely to forget that 
having repaid during the war more than £300 
million in debts to Great Britain, they are still 
relatively poor countries, in need of capital for 
industrialisation and other forms of economic 
development. Moreover, the sterling liabilities are 
not as a rule debts between governments; central 
banks and other banks and credit institutions as 
well as private firms in Egypt, India, etc. hold 
sterling securities or have deposits in British 
banks ; a scaling-down of the liabilities would be 
a complicated matter since the governments in the 
creditor countries would probably have to step in 
and assume responsibility towards their own citi- 
zens for amounts corresponding to any scaling- 
down of the liabilities in question. 

Heated arguments — essentially of a political 
character — are not likely to bring about any 
sensible solution. The question may more profit- 
ably be looked at from a practical point of view 
and then be put as follows: can any compromise 
arrangement be reached which is likely to last? 
Experience has shown that political debts are paid 
only if they are adjusted to manageable propor- 
tions. Even if the governments of the creditor 
countries find it politically difficult to agree to a 
scaling-down of the amounts due to their count- 
ries, and, moreover, to assume certain obligations 
to compensate firms and institutions in their 
territories, it must still be asked whether it would 
not be wise statesmanship to make some arrange- 
ment by which the payment of the sums finally 
agreed upon may be fully effected within a not 
too protracted period. What did not different 
countries of the world suffer after the first world 
war from the fixing of altogether too unrealistic 
political liabilities in the form of war debts and 
reparations? No real benefit was obtained by the 
creditors but economic losses were suffered all 


round until payments eventually ceased after the 
world had been caught in a devastating depression. 
The Bank for International Settlements pointed 
out in its seventeenth Annual Report (published 
in June 1947) that “the commitments represented 
by accumulated sterling balances, taken together 
with other outstanding liabilities of an official — 
character resulting from the war and its immediate 
aftermath, attain a total as high as that which 
proved so intractable after the first world war”. 

If a general settlement involving a substantial 
scaling-down — say by 50 per cent. — where to 
be made, it would hardly be fair if concessions 
should be obtained only from those countries 
which had received sterling during the war in ex- 
change for their own currencies, while those 
countries should escape which, by virtue of a 
strong negotiating position, had been able to secure 
for themselves gold or, in some cases, dollars in 
return for their currencies. The latter countries 
also might well be asked to make a corresponding 
contribution to a general settlement, for instance, 
by repayment to Britain over a series of years of 
a part of the gold or dollars received by them 
during the war. Moreover, the war period should 
not be defined too narrowly; liabilities imeur- 
red while the peace treaties were still being nego- 
tiated may also in many cases be counted as part 
of the costs of war. 

After a protracted and devastating conflict, it 
is natural that Great Britain, which for so long 
bore the brunt of the war, can only gradually 
regain a balanced position. The consequent endea- 
vour must be to make one adjustment after another 
as circumstances permit. As regards the volume 
of foreign trade, the fact that exports have reach- 
ed a level fully 10 per cent. above that of 1938 
marks a considerable improvement. With the re- 
duction in military and other charges abroad and 
a further rise in exports, equilibrium on current 
account will presumably be attainable within the 
next few years. But a balance must also be struck 
as regards liabilities on capital account and it is 
clearly in the interests of debtor and creditor 
alike that the sums needed should be unreservedly 
available. While rich creditor nations usually re- 
tain the bulk of their foreign investments un- 
diminished, having as a rule sufficient savings at 
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home for their own needs, most of the countries 
which are creditors of Great Britain possess no 
surplus of current domestic savings but clearly 
intend to use for investment at home the amounts 
due to them. But that raises a number of pro- 
blems which can only be solved by compromise; 
and then it must be remembered that failure to 
attain a position capable of enduring may lead 
to very great losses, especially if the situation 
arising does not permit business to be carried on 
in a normal way. The world should always re- 
member that the great depression from 1930 to 
1939 in the United States brought losses which 
have been estimated at the high figure of $200 
milliard, i. e. five times as much as the first 
world war cost the United States and nearly half 


_ the war expenditure of that country in the second 


world war. Does not this show that disorganisa- 
tion is the greatest enemy and make us realise 


that settlements on practical lines are eminently 
in the interest of us all? 

It is perhaps an illusion to expect that a set- 
tlement likely to last can be reached by voluntary 
agreements. But no arrangement can be expected 
to stand the test of time, if it assumes that very 
large debts incurred for unproductive purposes 
are likely to be paid over a long period of years 
by one country to a number of others. There is 
more than one way by which too great an economic 
strain may be eliminated — but sometimes the 
cost of the adjustment is heavy indeed. It is too 
much to hope that the great example set by 
reaching voluntary agreement on such a difficult 
political matter as the etablishment of India’s 
independence may be followed by equally success- 
ful arrangements for the settlement of the interna- 
tional financial problems which different countries 
have inherited from the war? 
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Events have reached a po:nt where the great 
surpluses of expenditure over revenue in the 
Government budget have ceased. Thus, in es- 
sence, the necessity of inflationary economy has 
been eliminated. Stabilization of the money value 
and reinstitution of a sound monetary system 
have become questions of immediate importance. 

The situation in the credit markets is ex- 
ceptional. Rates of interest are lower than ever 
before and new capital investments (for plant 
construction, machinery, home building, etc.) 
probably are considerably larger than at any pre- 
vious time. They surpass savings by an enormous 
margin. According to the theory generally prevail- 
ing before the war one must, in such a situation, 
take recourse to an increase of the rates of in- 


“terest in order to regain the balance between 


savings and investments. When this has been 
done and one has again advanced from an eco- 
nomy of austerity to one of abundance, it will 


be possible to return to the low level of rates 
obtaining before the war and which was based 
on the “supernormal” savings during that period. 
In fact, leaders of industry and commerce have 
recommended an increase of interest rates as a 
necessity in the present situation. 

The Riksbank and the Government agree that 
investments must be heavily curtailed, this being, 
in fact, a principal point in the Government’s 
anti-inflationary programme. On the other hand, 
they have repudiated the idea of increasing the 
rates of interest. The authorities then must use 
other means to curtail investments. |i the public 
debate on these questions there have been refe- 
rences to the high taxation, the Government’s 
general control on trade and production, and to 
the Riksbank’s control on credits as means with 
which the curtailment of investments will be 
achieved. 

As everyone knows, high taxation, however, 
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has often had quite the opposite effect, and the 
high taxes have, in fact, contributed heavily to 
increase investments. 

Compared to conditions during the war the 
State activities now have much less influence on 
the movements of capital. Investments and pro- 
duction for and by the State have practically 
ceased; business with foreign countries, private 
production and private investments have ad- 
vanced greatly, and all this has brought about 
freer disposition of capital. The commercial banks, 
which served as accumulators of large stocks of 
Government securities during the war, have been 
compelled to liquidate the greater part of this 
activity in order to devote themselves more un- 
reservedly to their usual business of granting 
credit to commerce and industry. Apart from the 
State monopolies and other State-owned enter- 
prises, the State credits to housebuilding and 
the control on credits and banking exercised by 
the Riksbank in the normal course of its acti- 
vity, there is hardly any Government control on 
the disposition of capital in Sweden. The im- 
portant restrictions which have been introduced 
because of shortages of raw materials and man- 
power certainly hold back large needs for in- 
vestments from appearing in the capital market, 
but these administrative devices are not coordin- 
ated to form even the beginning of a monetary 
plan. From a general economic point of view 
much more is also to be gained from the purge 
among investment projects that the industries 
themselves will undertake, if the rate of interest 
is raised and inflationary profits become less 
probable, because such a purge will first affect 
such investments as dre held to be least profit- 
able. 

Besides the rate of interest on capital there 
is only one monetary means to achieve a balance 
between savings and the demands for credits. 
This means is offered by the Riksbank’s opera- 
tions on the general bond market and its financial 
transactions with the commercial banks. The 
Riksbank’s activities in this respect have recently 
been caracterized by the fact that the bank has 
made exceedingly large purchases of bonds in the 
open market in order to check a raise of interest 
rates. During the period November, 1946, to 


May, 15, 1947, its bond purchases amounted to 
more than 700 million kr. To this sum are to 
be added purchases of Treasury bills and ad- 
vances to the National Debt Office amounting to 
c. 380 million kr. In this situation the following 
important questions arise: 

Have these measures been caused by the force 
of events? 

Have they improved the balance between say- 
ings and investments? 

The Riksbank contends that during the period 
in question there has been a tightening of the 
capital market owing to the heavy outflow of 
foreign exchange to pay for the great import 
surplus, to the expansion of investment activities 
and thus of demands for credits from the com- 
mercial banks. The Riksbank points further to 
the fact that the surplus of expenditure in the 
national budget has been replaced by a revenue 
surplus. It is therefore contended that the Bank’s 
purchases of Government securities have been 
necessary to neutralize the tightening of the credit 
market to supersede rediscounts as the normal 
form of strengthening the liquidity of the banks. 

The connection between the bond purchases of 
the Riksbank and the credit expansion within 
the commercial banks is, of course, a result of 
the above-mentioned fact that during the war the 
banks invested large amounts in Government 
securities but at war’s end needed the free use of 
these amounts to meet the great demands for 
credits that set in from this date because of the 
heavy increase of imports and capital invest- 
ments. In October, 1945, the banks’ holdings of 
bonds and Treasury bills reached a peak with 
c. 2,490 million kr., or more than one fourth of 
their total assets. Deposits at the same time were 
1,400 million kr. larger than lending. In July, 
1947, 1. e. one year and nine months later, the 
credit situation had been reversed so drastically 
that lending exceeded deposits by c. 800 million 
kr. Consequently, the balance between deposits 
and lending has deteriorated by c. 2,200 million 
kr. between these two dates. This amount there- 
fore had to be supplied inter alia by the banks 
reducing their holdings of bonds and Treasury 
bills by a total of c. 1,880 million kr, About 1,340 
million kr. of this amount, however, are ac- 
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counted for by Treasury bills which have been 
redeemed at fixed due dates by the National 
Debt Office. Thus, no operations in the market 
on the part of the Riksbank have been required 
to liquidate these assets of securities. The remain- 
der of securitites sold, c. 540 million kr., have 
been bonds, of which the banks have sold only 
300 million kr. during the period of the large 
purchases in the market by the Riksbank. Pur- 
chases warranted by the desire to support the 
market and so to facilitate the commercial banks’ 
sales of bonds could have been limited to a much 
lower amount and consequently only a compara- 
tively modest part of the total Riksbank bond 
purchases of 700 million kr. has been actually 
justified by the care for the liquidity of the banks, 
despite the fact that the demands upon the banks 
for credits have not been limited by increases in 
the rates of interest. 

The actual purpose of the Riksbank’s bond 
purchases, however, has been said to be to pour 
out as great an amount of money into the market 
as flows to the State and the Riksbank, respec- 
tively, as a consequence of the recently established 
surplus of revenue in the national budget and 
of the purchases of foreign exchange from the 
Riksbank. Among these factors only the outflow 
of foreign exchange seems to have any practical 
importance. The exceptionally heavy outflow of 
foreign exchange has shown a very capricious 
course because it has been influenced by the 
import regulations of March this year, and by 
rumours of such regulations as early as the 
autumn of last year. It is not possible to trace 
any striking connection between the size of the 
outflow of foreign exchange on one hand and the 
extent of the Riksbank’s bond purchases on the 
other. The latter have served an entirely different 
purpose, namely, to maintain the 3 % level on 
gilt-edged bonds. During the period 30th June 
—6th September, 1947, the outflow of gold and 
foreign exchange has amounted to only about 
80 mill. kr., while the Riksbank holdings of 
bonds and Treasury bills during the same time 
have risen with about 7/, milliard kr. The result 
of these bond purchases therefore has been that 
the natural tendency towards an increase of 
interest rate in the market has been broken down. 
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In particular, this downward pressure on rates 
has been directed to the long-term market and 
thus has come to favour the credit demands for 
investment purposes appearing in this market, 
whereas it has been said that the restriction of 
such demands has been especially desirable. The 
Riksbank’s portfolio of securities now (Sept. 6 
1947) has reached the enormous amount of 2,501 
million kr., or about as much as the total amount 
of notes in circulation. If these commitments are 
to be liquidated by selling in the market, there is 
an uncalculable risk of a fall of bond prices. If, 
on the other hand, there is to be no liquidation, 
our central bank will be heavily burdened when, 
sooner or later, it is to meet the expected de- 
pression. 

The situation which has thus set in has a close 
connection to the question often discussed of 
tying-up the large surplus of purchasing power, 
which has recently increased by wage increases, 
the abolishment of the turnover tax and other 
factors, and which may be further increased by 
the introduction of Children’s Allowances, tax 
reductions, etc. The means who may be first 
thought of for such sterilization of purchasing 
power is probably a large “‘people’s loan”, if such 
a loan can be achieved by mild pressure but with 
the backing of the trade unions and the large 
popular movements. The efforts to encourage 
voluntary action in separate fields, such as 
“school saving’, “saving for a purpose’, etc., 
will have to be regarded rather as a commend- 
able idea that can gain notable material im- 
portance only in a distant future. A “people’s 
loan” offered by the Government and giving 
a favourable yield of interest, should ab- 
sorb as much as possible of the surplus pur- 
chasing power which now exists and will from 
now on be created by the credits granted to for- 
eign countries. Repayment of the loan should be 
fixed for a time when the foreign credits will 
be repaid and the supply of commodities has be- 
come more abundant, so that an increase of pur- 
chasing power can then be satisfied. In the mean- 
time the absorbed purchasing power should be 
held in store in such a way that no new pur- 
chasing power is created. This might be done 
by directing the loan funds to the Riksbank in 
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partial or complete exchange for its holding of 
Government securities, thus combining the re- 
duction of purchasing power in the market with 
a desirable unburdening of the Riksbank. The 
fact that very great practical difficulties will be 
met in putting such a “people’s loan” into effect 
must not lead us to regard the idea as a utopia 
but only as an important problem that is cla- 
mouring for solution. 

A few words must be mentioned in connection 
with the difficulties that can be expected to arise 
with an increase of the interest rates. Its in- 
fluence on house building may be passed by, 
inasmuch as this question is of a marked political 
nature. The rise in interest costs on the national 
debt has been greatly exaggerated in public de- 
bate. A temporary increase of interest rates, of 
course, does not affect old loans. If, as an ex- 
ample, it is assumed that the general rate is in- 
creased by 1 % but rates on Government loans by 
only */, %, the added costs for a “‘people’s loan” 
of 1,000 million kr. would be only 5 million kr. 
a year, a modest sum put to a good use. 

The Riksbank directors and the Government 
have adopted a skeptical attitude towards the 
advantages expected from an increase of the 
rates of interest. It will seem that they have par- 
ticularly doubted that higher rates would increase 
savings. 

It is probably correct that an increase of the 
rates has less influence on savings than on 
demands for credit, if only because it is harder 
to save than to give up borrowing money. A tem- 
porary increase of the rates of interest will not 
have time to create an effect toward cheaper 


insurance premiums. There are different opinions 
regarding the effect on savings in the banks, and 
the savings banks in particular seem to stress the 
importance of the rate of interest. In regard to 
deposits in the commercial banks the effect of a 
rate increase is more uncertain. But under the 
influence of inflation, deposits in commercial 
banks have already grown so great that they have 
exploded the old rules for the rights to receive 
deposits. 

It is more probable and more important that 
an increase of the rate of interest will lead to a 
limitation ot the demands for credits. Not least 
important in this respect are the psychological 
effects. Industrial managers have been lulled 
into the belief that the rates of interest will not 
be raised. At the same time they have observed 
that the money value is steadily deteriorating. 
These factors must lead to accelerated invest- 
ments as it will be more expensive to postpone 
them. If the Riksbank raises the rates of in- 
terest and stops pumping money into the mar- 
ket, industry will see greater opportunity for a 
stable money value and for reductions of the 
rates of interest when the present crisis has been 
passed. It will then be cheaper to let invest- 
ments wait. By leaving the present system of 
stable rates of interest and declining money value 
in favour of a system with stable money value 
and fluctuating rates of interest the Riksbank 
can steer private enterprise into working for a 
stabilization of the money value to a much greater 
degree than now. 
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eo OR BRANGH NOTSTATISTICALLY 
AGGOUNTED FOR 


ON THE EXPLOITATION ABROAD OF SWEDISH INVENTIONS 


BY MANNE T. LINDHAGEN, 
MANAGING DIRECTOR OF AB LJUNGSTROMS ANGTURBIN 


The July issue for 1928 of this review dis- 
cussed the export from Sweden to foreign coun- 
tries of technical knowledge in the form of ad- 
vice and work of experts, and special reference 
was made to the activity of AB Elektrisk Malm- 
letning in the ore-prospecting field. Since then 
Swedish consulting engineers’ and contractors’ 
work abroad has become more and more ap- 
preciated. In this connection Swedish industry 
has also received an impressive amount of orders 
for machinery and other equipment, bridges, etc. 

Another branch of unlisted exports, and one 
which is of greater importance in regard to ac- 
cruing revenue, is the sale of inventions, usually 
in the form of licences to foreign firms, but 
sometimes connected with manufacture by Swe- 
dish-owned companies abroad. These sources of 
income have not always been given due recogni- 
tion, particularly as far as a small country like 
Sweden is concerned, and they are worthy of 
greater recognition even from some other points 
of view than the purely pecuniary. 

I think it can be said without exaggeration that 
our people have a rather exceptional disposition 
for technical activity in general and not least 
for the kind here discussed. It is a well-known 
fact that the hard struggle for life in our climate 
has given our population a strong interest in 
scientific study of technical nature and a re- 
markable inventive talent —- sometimes even 
enhanced to creative genius. This inclination for 
mechanical design work has especially character- 
ized the practical activity of many Swedes. It can 
hardly be denied, either, that a highly developed 


and all-round inventive activity is a necessity for 
a highly developed industry. 

Certain kinds of inventions can never, or only 
in exceptional cases, give rise to a production 
specializing in the export of the commodities in 
question to the great industrial countries. As an 
example one might mention machinery equip- 
ment for the power industry. Power aggregates, 
steam and water turbines as well as electrical 
equipment, are made entirely within each of these 
countries. This is, of course, true also with regard 
to the production of the war material. Even in 
the case of smaller machine units and auxiliaries 
it is often impossible to conceive of any export 
in the usual sense. (Many articles will not stand 
high transport costs because of low price per 
weight unit, and their installation and upkeep 
will necessarily be combined with considerable 
service on the part of the manufacturer. Also 
such service will be unprofitable in the case of 
an export of the small number of units that can 
be sold in competition with the home industry. 
In such instances in order to utilize the inven- 
tions at all it will be necessary in countries with 
a highly developed industry to give licences to 
producers, or to take up production by way of a 
subsidiary within the foreign country, of which 
procedures the latter is the least common. 

The small countries very often have quite other 
problems to solve than the great industrial pow- 
ers. Switzerland offers a brilliant illustration of the 
achievements of a small country, despite the fact 
that in earlier days she was short of capital and 
still is lacking domestic raw material resources. 


go 


Most branches of the Swiss machine industry, for 
instance, are dependent on imports for all their 
raw materials. All over the world such well-known 
names as Brown, Bovery & Cie. (B. B. C.), the 
Zoelley Syndicate, Esscher-Wyss, Sulzer, Saurer, 
Biichi, give an idea of the enormity of the technical 
work performed in Switzerland. This country has 
often taken the lead in the technical development 
of new machines. It must be stated, however, that 
it is no particular originality, which has procured 
for Switzerland this leading position, but technical 
knowledge, unspared efforts and a will to forge 
ahead with plans. Because of circumstances which 
I have touched on above, the Swiss industry has 
found its opportunities for exports rather restric- 
ted, particularly when it comes to heavy machine 
units. It therefore has operated to a large extent 
with subsidiaries in foreign countries, but has 
especially received a great, probably the greater, 
part of the capital necessary for expanding the 
machine industry from incomes from licences. 

The Swedish machine industriy also has shown 
much progress. The inventions which form the 
basis of the most successful branches of this in- 
dustry, are partly of very high quality, but it is 
hardly likely that in this field we have ac- 
complished as much as Switzerland, especially if 
our much greater fundamental possibilities are 
taken into account, such as resources of raw ma- 
terial and of technical inventiveness. 

From my own activity I have a very good 
example, among several others, of a machine unit 
which cannot profitably be exported from the 
country of origin. I refer to the air preheater, 
invented by Dr Fredrik Ljungstr6m. This unit 
forms only a small part of a steam boiler installa- 
tion. It is a device to utilize the heat of the ex- 
haust gases from the boiler and supply this heat 
to the boiler furnace in the form of preheated 
combustion air. The preheater consists of a 
rotating body, filled with thin plates which com- 
municate the heat of the exhaust gases to the 
air. Around the rotor is a casing to and from 
which leads ducts for gas and air. With the 
exception of the driving arrangement this un’‘t 
is, therefore, plate work of relatively low price 
per pound and it is rather bulky. The preheater 
also requires a lot of service. Under these con- 


SKaNDINAVISKA BANKEN 


ditions it is but natural that it can be exported 
only to Sweden’s immediate neighbours. For ex- 
ploitation in the great industrial countries the 
only means left is, therefore, the sale af licences. 
The first patents were taken out in 1920, and 
now, 27 years later, AB Ljungstréms Angtur- 
bin has 20 licensees in various countries. The 
present licence contracts are in force for several 
years to comme and new, essential improvements 
make it possible to prolong them further so that 
today a lifetime of joint exploitation of 40 to 
50 years may be reckoned on for this invention, 
during which time incomes may come to Swe- 
den. For most of the licences the manufacture 
under our patents has been very remunerative. 

The persons who take part in the development 
or gives rise to exports of inventions are often 
few in comparison to those who participate 
in the production process of exports of the 
usual type. Exports of inventions are therefore 
of especial interest to a small country, because 
the incomes taken to the country by persons who 
work on technical development are often con- 
siderably higher per capita compared with pay- 
ment for export in the usual sense. If conditions 
should be such that the country will find it 
difficult to maintain her standard of living, it 
is of special importance that income from usual 
exports is supplemented by income from royalties 
for highly developed technical activities. It is also 
possible that a small country’s resources of raw 
materials will limit ordinary export. It is to be 
noted that during the last world war when Swe- 
den for a long peridd was unable to export as 
usual to the west, her export of inventions could 
go on practically unchecked and that only in ex- 
ceptional cases restrictions were introduced which 
hampered the transfer of licence incomes from 
countries with which Sweden at that time had no 
normal commercial relations. 

Export of ideas and inventions, to be of the 
greatest possible benefit to the purchaser and the 
seller alike, requires close technical collaboration 
between the parties during the entire period of 
joint exploitation. The revenue to the country 
of origin is, therefore, not to be assessed only 
on the basis of payments for transfer of patent 
rights, royalties. It also gives the small country 
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an income in payment for technical services, 
which gives greater resources to continue develop- 
ment work of particular interest as it is more 
and more difficult to find capital for risky in- 
vestments in highly taxed countries. The ex- 
change of knowledge and experience often leads 
to an enrichment of the technical life in both 
countries of far greater importance than the 
more limited objective of the collaboration under 
a licence. Test units can often be manufactured 
at much lower cost in a small country, which 
reduces the initial expenditure for the exploita- 
tion, 

Apart from the strictly pecuniary side the ex- 
port of inventions is of value inasmuch as it 
makes Swedish ideas and products known in 
wider circles. More and more handicapped in the 
competition with the massproducing countries a 
small country has to do everything possible to 
let the general public know about its achievements. 
Swedish articles of export to a certain extent 
go to consumers who are aware that they buy a 
Swedish product. But in many cases the con- 
sumer has probably no knowledge of the origin 
of the article. The export to the great industrial 
countries will necessarily be rather limited and 
the publicity obtained in this way for the country 
of origin rather insignificant. When, on the other 
hand, the article is produced abroad under a Swe- 


dish patent, the Swedish origin will be known, 
for it is as often as possible stipulated that the 
name of the licenser or the inventor shall be put 
on the product. 

In connection with exports of inventions nego- 
tiations must be carried on with leading manu- 
facturers in the great industrial countries. Thus, 
both the business and the technical management 
will learn of Swedish enterprise. I have noticed, 
especially in negotations with some of the largest 
industrial organisations of the world, that leading 
industrialists really appreciate Swedish develop- 
ment work on these lines. Many of the large 
industrial concerns have special departments 
which follow closely technical developments in 
other countries with the specific aim of learn- 
ing at an early stage of original or outstanding 
progress made in order to possibly incorporate 
the progress in the companies’ own program. It 
has been said that the interest in Swedish achieve- 
ments has diminished during the war years be- 
cause foreign research has advanced to such an 
extent that we have nothing to offer the in- 
dustries of the big countries. In my opinion, this 
is true only of developments which already have 
been exploited over a long period. The interest 
in original Swedish ideas seems to be even greater 
in the postwar period than before. 


SKANDINAVISKA BaNKEN 


NN 


THE ECONOMIC SITUATION DURING 
THE THIRD QUARTER OF 1947 


The General Situation. During the late sum- 
mer and autumn the general economic situation 
has greatly deteriorated. The serious drought has 
resulted in a poor harvest, caused rationing of 
electric power and has impeded the floating of 
timber down the rivers. To overcome the food 
and power supply difficulties it will be necessary 
to secure a large import of grain and fuel, which 
can be achieved only at the cost of other imports. 
The impact of the import restrictions of last 
March had not yet been felt in August. On the 
contrary, the imports increased still more. A 
further tightening of the import regulations is a 
necessity in the present situation. 

The outflow of gold and exchange has declined 
during the third quarter owing to a seasonal in- 
crease in offers of export exchange, and owing 
to the fact that a great part of imports were paid 
in advance. In the commercial banks the demands 
for credits to finance imports reached their peak 
during the summer months. The situation on the 
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credit market is strained, however, and has caused 
the Riksbank to request credit institutions to show 
caution in granting loans. The Riksbank’s pur- 
chases to support the bond market have still been 
quite extensive, however, a fact which counter- 
acts the measures to restrict granting of credits. 
The restriction of the investment activity has 
not yet had time for greater effect. Inasmuch as 
the auhorities have not wished to discontinue 
home construction and certain other building ac- 
tivity these restrictions cannot bring about any 
great saving of material and manpower until next 
year. A heavy reduction in machinery imports 
seems, however, immediately to be included in 
the tightened import restrictions. Industriai pro- 
duction is already suffering from lack of equip- 
ment and raw materials, manpower and fuel dif- 
ficulties, and a distortion of production lines 
which is also caused by the regulations for ceiling 
prices. A lowered production and a declining 
standard of living is therefore to be expected. 


Foreign Trade. (Million Kr.) 


(Thick lines denote current 12-month averages.) 
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In point of fact the supply of goods is dimin- 
ishing through the reduction of both production 
and imports, while the purchasing power is rising 
owing to wage increases, tax reliefs, etc. It is 
urgent that steps be taken to curb the inflation 
which these factors are bringing about. With the 
prospect of important negotiations for collective 
agreements at the end of this year and the be- 
ginning of 1948, the Government as well as the 
Confederation of Swedish Trade Unions have 
advocated reservation in wage demands. Despite 
these recommendations it is probable that some 
categories of wage-earners will receive wage in- 
creases during the coming six months. 


After the peak results of April, industrial 
production has declined rather heavily within the 
machine, textile and ready-made-clothing in- 
dustries, while the production of the iron and 
steel industry shows a less marked decline. In- 
stead, a relatively important increase is reported 
for the pulp and paper industry. Employment is 
still supernormal; in June the number of app- 
lications for work per 100 vacancies within in- 
dustry and handicraft was only 55 which is 
probably the lowest figure ever recorded. The 
lack of living quarters at industrial and com- 
mercial centers of all categories remains an un- 
favourable factor in the procuring of manpower. 
No improvement in the supply of materials to 
industry has yet come about despite the fact that 


Wholesale Price and Cost of Living Indices. 
(1935 = 100.) 


1. Wholesale Price Index. 
2. Cost of Living Index. 
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imports have been fairly:good in many fields. As 
already mentioned, a further tightening is prob- 
ably to be expected in the course of the autumn 
because of the cutting down of imports and re- 
duction of domestic production as a consequence 
of the recently inaugurated rationing of electric 
power. There has also been a lessened activity in 
the export industry, in consequence, partly, of a 
price decline abroad, and partly, of the removal 
of the pound convertibility. 

Imports of fuel during the last few months 
show an encouraging increase. During the period 
Jan.—Aug. the imports of coal were 2.08 million 
tons, and of fuel oil, 0.99 million tons, as against 
1.47 and 0.46 millions tons, respectively, at the 
same time last year. It is not probable, however, 
that a continuation of the coal imports at the 
same rate can be expected, and the supply of fuel 
will in all probability cause much worry during 
the coming winter. The wood cutting programme 
set for this season, 20 million m*, has not been 
realized. At the end of September only 18 million 
m* are estimated to have been cut, the reason for 
this lag being the lack of cutters. 

The 1947 harvest of grain is estimated to be a 
meager 530,000 tons, or only 55 % of last year’s 
harvest. In order to maintain the present bread 
rations Sweden must import 450,000 tons of grain 
until June 30 of next year. 

During June—August imports have been ex- 
tremely heavy. In spite of the fact that exports, 


The Riksbank’s Note Circulation and Gold and 
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too, have been great, the import surplus is still 
considerable. During January—August it was not 
less than 1,400 million kr. as compared to 471 
million during the same period of 1946. 


Surplus of 
exports (+) 
or of 
imports (—) 

Million kronor 


Imports Exports 


Jan.—Aug. 1938 . . . . 1,302 1,185 — 117 
> > WRC. a 2 6 WSEe) 1,253 — 306 
» SILO 4O mwas ees OO 884 — 525 
> » 1941 een 843 — 208 
> bE ELOA2 ae ee LLL 805 — 313 

PE LOAS I serene 1,200 802 — 404 
> Se LO4A Ne) eee. 210 545 — 671 
> Dy MOY 6 6 co aie 770 + 296 
> 8 TOG o 5 o « Bob 1,600 eed 
> OY, oo 0 6 Beetle 1,883 — 1,400 


The import restrictions introduced in the middle 
of March have so far affected imports very little. 
For a number of goods the imports during April 
—July were considerably larger than during the 
corresponding period in 1946. The increase of 
imports is especially large in the case of consumer 
goods and consumption raw materials. Thus, the 
imports of textiles during April-——July had more 
than twice the value of textile imports in the 
same period last year. The imports of several 
luxury goods, such as chocolate, tobacco and furs, 
show a continued increase. At the same time the 
imports of goods which are much more important 


Capital Funds and Deposits of the Commercial 
Banks. (Milliard Kr.) 

1. Capital Funds. 

2. Long-term Deposits. 

3. Demand Deposits. 
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to Sweden’s economy, such as coal and coke, and 
certain kinds of merchant iron and metals, were 
very insufficient. Inasmuch as an increase of the 
imports of these commodities is desirable, the re- 
strictions will affect the consumer goods in the 
first place. 


The Riksbank’s gold and foreign exchange reserves. 
(Million kronor) 


Foreign exchange Gold 

Assets [abi yep = Market Total 
Aug. 31, 1946 . 1,181 160 1,021 1,708 2,729 
Sept, 14, 9 72 05344 151 093 1,703 2,696 
March 15, 1947 . 680 188 492 996 1,488 
April’ 30: 59) S55 167 384 781 1,165 
May 31, » . 446 167 279 682 961 
June 30, >» . 428 190 238 606 844 
julyoesr, a ee 173 298 517 815 
Aug. 30, » . 517 178 339 453 792 
Sept. 30, >» ~. 533 190 343 333 676 


As much of the imports have been paid in 
advance, the demands on Sweden’s gold and 
foreign exchange reserves declined despite the 
great import surpluses during the last few months, 
From the beginning of July to Sept 15 the Riks- 
bank’s holdings of gold and foreign exchange 
declined only 115 million kr. from 844 to 729 
million kr. The subjoined table will show how the 
outflow has been accounted for by gold and va- 
rious foreign currencies since the end of 1945. 


Investments of the Commercial Banks. (Milliard Kr.) 


1. Shares, Bills and Loans. (Exclusive of Advances against 
Mortgages and Bonds.) 

2. Mortgage Loans. 

3. Bond Investments and Advances on Bonds. 

4. Cash and Treasury Bills. 
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The data refer to the Riksbank’s and the Na- 
tional Debt Office’s assets of gold and foreign 
exchange, converted into the prices current on 
July 1, 1947. 


Dec. 311945 Dec. 311946 July 1 1947 
Million kn 


CV OMGG tes ie we 15735 ie 606 
We swdollars oo . 456 205 18 
SWISS ETANCS ¢ 6 a. 5 7 4 
Total 2,196 1,583 628 
Pounds sterling .. . 432 431 306 
Other currencies. . . 108 183. 137 
Total gold and foreign 
exchange 2,736 2,197 1,071 


It is evident that the decrease has affected the 
hard currencies in the first place so that their 
supply is now practically exhausted. The greater 
part of the pound assets have been blocked until 
the end of 1949, according to the payment agree- 
ment concluded with Great Britain in mid—July. 

In order to assess the exchange situation one 
must also pay regard to other Swedish claims 
abroad. An inventory of such claims has been 
established by calling in declarations of Swedish 
natural and legal persons’ claims exceeding 10,000 
kr. in North, Central and South America, 
Switzerland, Portugal and the Sterling area. The 
banks were exempted from the duty of declaring 
claims. Their assets on accounts with foreign 
banks totalled about 50 million kr., most of which 
was reserved for future import payments. Recon- 


The Government Debt. (Milliard Kr.) 


I. Bond Loans. 
2. Other Funded Debt. 
3. Floating Debt. 


Milli- Milli- 
ar ard 
Kr. Kr. 


{ win util 9 
1939 1940 1941 1942 1943 1944 1945 1946 1947 


 _ __————————— es 


OctToseER 


1947 95 


verted into Swedish kr. at the current price the 
declared claims as per April 30, 1947, were: 


Wess dollars such see ae 289 million kr. 
WIS LATCH av ke 19 > > 
Pounds sterling’ =. a. . 116 » > 
Portuguese escudos .. . 6 » > 


Total 430 million kr. 

At the same time holdings of foreign securities 
in the same countries were declared to an amount 
of 281.5 million kr. Of this sum shares in Swed- 
ish-owned companies abroad accounted for 184.5 
million kr. 

The chances of cutting down imports during 
the present year are very restricted, partly because 
of the liberal transitory rules for the import regu- 
lations and partly because of current trade agree- 
ments. In the new trade treaty between Sweden 
and the U. S. A. Sweden was forced to pledge 
herself to continue importing considerable amounts 
of goods which, according to the new import regu- 
lations, were to be imported to a very small 
extent or not at all, such as fruit and fruit 
preserves, passenger cars, automobile tires and 
films. 

The abandonment by England of the pound 
convertibility will mean, as far as Sweden is con- 
cerned, that she still has the opportunity of con- 
verting pounds to gold. This right is limited to 
claims arising form the current exchange of 
goods, however, and it will only be used if 
Sweden’s credit balances exceed 5 million pounds. 


Bond Yields. . 


— 3 % Government Bonds. 
--- 3 % Industrial Bonds. 
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Position of Commercial Banks. 
1946 1947 
Assets (in mill. kr.) Aug. May June July Aug. 
Ghd) ot 5 oo 6 28 325 329 304 245 455 
Treasury bills .... . 485 102 49 — 53 
Swedish bonds. . . I 243 680 688 602 469 


Advances in Sweden . . 6,652 7,679 7,730 7,820 7,890 
Assets abroad .... - 132 233 261 248 248 
Sundry accounts .. + + 635 GLSaeeo2 679 674 

Total 9,472 9,641 9,704 9,594 9,789 


Swedish bonds 


Thereof, 
na25 782 137 602 522 


and treasury bills. . 


Liabilities (in mill. kr.) 


Deposits in Sweden. . . 7,029 7,209 7,156 7,012 7,279 
Liabilities abroad. . . . 526 478 490 474 474 

Share capital and reserve 
finds mae aka 876 968 968 971 971 
Sundry accounts . 1,041 986 1,090 1,137 1,065 
Total 9,472 9,641 9,704 9,594 9,789 


The money and capital markets are still charac- 
terized by a strained situation caused by the ex- 
cessive boom. A relief set in on the market in 
July and August, but inasmuch as the demand 
for import exchange lessened and as the Riks- 
bank undertook considerable purchases of bonds 
in the open market, the relief was not very great. 
The Riksbank’s holdings of Swedish bonds and 
Treasury bills now amount to about 2,362 mil- 
lion kr. The liquidity of the credit institutions 
has undergone a considerable decline and caused 
a raise of the interests on day to day loans 
between banks. A new type of more long term 
Treasury bills have been introduced, running at 
an increased rate of interest. The lending surplus 
of the commercial banks had risen to 611 million 
kr. at the end of August, as compared to 47 


Industrial Share Indices. 


1. Home Market Industry. 
2. Other Industry. 
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million at the end of May. At the end of August 
last year there was a deposit surplus of nearly 
380 million kr. The strained conditions on the 
credit market has caused the Riksbank, the Bank 
Association and the Savings Bank Association to 
appeal to the banks to observe greater reserve in 
granting credits. Loans should first be granted to 
support important production and commerce. Two 
premium bond loans of 150 million kr. each 
have been issued with the aim of increasing sav~ 
ings within the country. It is doubtful, however, 
whether any great part of the loans was absorbed 
by newly saved capital. The interest in long 
term bond loans with the present rate of interest 
seems to be rather dull. 


Deposits in banks and in agricultural credit institutions 
in Sweden (million kr.) 


3*/32 1938 79/6 1946 37/31947 3°/6 1947 

Commercial Banks . 4,041 6,851 7 235 7,156 

Savings Banks 3,685 53835 6,177 6,207 
Post Office Savings 

Bank’ 2. 2s. eee 1,491 1,648 1,663 
Agricultural Credit 

Institutions . . . . 59 218 251 260 

Total 8,403 14,395 15,211 15,286 


The Foreign Exchange Market. Very few 
changes have occurred in the quotations of for- 
eign currencies during the third quarter. The 
exchange on Buenos Aires has risen from 89.50 
to 90.50 and the clearing exchange on Italy has 
been reduced from 1.60 to 1.03. In the first half 
of August the market was alarmed by rumours 
of an imminent devaluation of the pound, and 
large sales of pounds were made by exporters, 


Bank Share Index. 
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Quarterty Review. 


Ocrosper 


Share Index. 


Home industries 
Other industries 
Of which 
Gringesberg Company 191 |} 131 || 155 || 189]] 191 
Exporting engineering industries | 195 | 133 || 161 || 187|| 191 
Other, including iron and steel ind.) 181 | 138 || 170 | 188 | 188 
. | 124] 104 |} 119] 135] 153 
Combined wood and iron ind. | 200] 184 |) 211 || 250) 278 


Wood-goods and pulp ind. 


BankSeeter@usae ss S00 Sk ans | 192 || 143 || 156 || 169 || 178 
Note. 


most often for future delivery. When, on August 
21, Great Britain abandoned the pound converti- 
bility, the Riksbank was forced to stop all pur- 
chases of pounds. The commercial banks contin- 
ued, however, transactions in pounds as far as 
possible and there were no great interruptions. 
On September 4 the Riksbank resumed its cash 
purchases of sterling, but forward transactions in 
pounds and even dollars are still forbidden. 
Without the consent of the Foreign Exchange 
Office the banks may not buy pounds from any 
other country than Great Britain and the countries 
of the sterling area. Forward purchases not 
being allowed, our export to the sterling area 
will to a greater extent be invoiced in Swedish 
kronor. 

A measure that aroused considerable attention 
was taken on September 24th. As of this date, it 
is forbidden for the commercial banks to effect 
such payments for goods as involve “hard cur- 
rencies” without the consent, in each instance, of 
the Foreign Exchange Office. The term “hard 
currencies” in this connection means Dollars, 
Escudos, Paper Pesos and Swiss Francs. Like- 
wise, the consent of the Foreign Exchange Office 
is necessary for payments for goods in Swedish 
currency to any of the following countries: 
North, Central, and South America, The Philip- 
pines, Iran, Japan, China, Portugal including 
Portuguese East Africa, Switzerland, Tanger, 
Turkey, and Germany. Payments in “soft cur- 
rencies”, i. e. all but those referred to as “hard” 


1947 97 
1939 1940|1941)1942/1943/ 1944 | 1945 | 1946. 1947 
oy SG SS eg ee | ee ee ere ee er ee eee er 
(BT BTE VEE T SB 5 Boh Be hee oe be & | oe | o 
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209 || 231 || 239 || 269 | 264 | 272 | 299 | 313 | 312 | 291 
181 |] 199 || 209 || 220 | 208 | 205 | 204 | 213 | 211 | 195 
160 || 190 || 200 || 229 | 228 | 226 | 216 | 228 | 229 | 212 


288 || 318 | 344 || 321 | 292 | 308 | 314 | 319 | 325 | 293 
190 || 223 || 234 || 241 | 217 | 220 


Where not otherwise stated, the figures are for the middle of the month. 


ones, may be effected as hitherto. The reason 
for these measures is allegedly to give the For- 
eign Exchange Office an opportunity to make an 
inventory of the country’s liabilities to the said 
countries. 


The Stock Market. Developments after the 
first of July have been characterized by a steady 
improvement of prices and increased business. 
To a certain extent the Stock Exchange was in- 
fluenced by the sale of the shares of the Berg- 
slagsbanan railway to the State, which transaction 
released more than 40 million kr. for investment 
in other securities. Still, the danger of an inflation 
is the chief factor behind the tight trend. In- 
vestment purchases are regularly occurring for 
shares representing real values, above all forest 
and mining interests. 

During August the trend was declining under 
the influence of a general feeling of uncertainty 
and returning fears of an increase of the rates 
of interest. The abandonment of the convertibility 
of the British pound caused quite a considerable 
fall of prices at the Stock Exchange on August 
22, but already in the after-change hours the same 
day the situation tightened and price losses were 
recovered. 

The proposal announced from Government 
sources for next year’s Riksdag to tighten the 
restriction on comipany dividends as well as the 
prevailing general uneasiness caused rather con- 
siderable, but only temporary price losses during 
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the second week of September. The share turn- 
over at the Stock Exchange as usual at this time 
of the year has been rather small, yet somewhat 
greater than during the two preceding years. The 
daily turnover during the third quarter of this 
year was 0.66 million kr. as against 0.53 and 0.48 
million kr., respectively, during the same quarter 


in 1946 and 1945. 


New issue. Mill. kr. 


Mexikanska Telefon AB. Ericsson 1Isharefor2old . . 10.8 


The Bond Market. The stock of bonds out- 
standing has been more or less unchanged during 
the past quarter. At the beginning of July it was 
slightly more than 12 billion kr. The share of 
Government loans in this figure was 8 billion 
and that of mortgage institutions 2.8 billion 
kr. The loans of municipalities and of enter- 
prises in commerce and industry were c. 700 
million kr. each. 


Bond loans in circulation (million kr.). 


we: 79/6 3*/, 3°/¢ 
1938 1946 1947 1947 


Swedish Government. . . 1,841 8,194 7,990 7,966 
Mortgage banks. ... . 1,919 2,540 2,665 27a 
Minaierpalities tsmmemrcntemen 413 548 657 704 

Industrial and traffic com- 
PHINIES GICs 9 3s Ae pos 1,119 592 607 660 
Total 5,292 11,874 11,919 12,103 


During the third quarter there was the usual 
summer dullness in the market and changes in 
quotations were small. Toward the end of the 
period the turnover became more lively. New 
issues of large loans, not including conversion 
operations, were no more than 63 million kr. In 
this figure the new premium bond loans of 300 
million kr. together have not been included. To 
some extent they can also be subscribed to by the 
exchange of defense loan bonds. The National 
Debt Office has redeemed 665 million kr. out- 
standing of the third defense loan; r9r million 
kr. of the loan amount having been converted 
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to short-term Treasury bills, 232 million to long- 
term Treasury bills, and 35.7 million to new 
3 % bonds. Of the new premium loans a first 
tranche of 150 million kr. was quickly sold off. 
The purchases were to some extent financed by 
loans. : 

Purchasing interest among the large investors 
of capital has been weak over a long period, 
which in turn has caused the Riksbank to make 
considerable purchases to support the market. On 
the other hand, new issues from industrial and 
commercial firms have been extremely rare, 
which may be explained to some extent by the 
fact that such credit demands could be covered 
by promissory notes with insurance companies 
and other big savings institutions. 


The following major loan operations have 
taken place during the last quarter. 
Interest Amount Issue 
Borrower rate in mill. price 
in % kr. in % 
Total Offered 
Svedish Government . 3 * . 35-7 100 
Swedish Government (pre- 
mium bond loan) . . . 3 300 102 
AB Stockholms Sparvagar. 3 45 36 99"/2 
AB Svenska Skeppshypo- 
teksksssaiie <) 6s < 5 3 a 100 
Hjalta AB a 3/4 20 100 
Forsastr6ms Kraft AB . 37/4 "© QQ" 2 
AB Svenska Metallverken 3'/; 20 100 
Nordmark-Klarilvens Jarn- 
Vigs:AB.. 2 s1545 ise ames me 7 100 


* Of Dec. 15, 1946, bearing interest from Dec. 15, 1947, 
in connection with the conversion of the Swedish Government 
3 % loan of 1942 (The Third Defense Loan) which fell due 
on Aug. 15, 1947. — * Sold privately. 


The following loans have been called without 
any offer of conversion. 


Amount in Called for 
circulation redemption 
kr. as on 


Stockholm County, variable interest, 

1936 =$25,000 "5/10 1947 
1937 1,197,000 */re 1947 
Svané AB % 1937 2,963,000 “/r2 1947 
AB Svenska Metallverken 37/4 * 1938 6,860,000  5/s 1948 
Finspongs Metallverks AB 3'/4 % 1938 3,034,000 S/x2 1948 
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Some Statistical Data Concerning Sweden’s Economic Position 


Currency Reserve, Stock of Gold, Note Circulation. 


Net Claims of Banks on Foreign Countries The Riksbank’s 
million kronor 
Stock of Gold and 
(End of month) Stock of Gold! ale ine on \Note Circulation 
ee “ys oreign Countries! <1: 
Riksbank | Commercial banks Total (million kr.) Ganliion kr.) ‘9 (million: ks.) 

1945 | 1946 | 1947 | 1945 | 1946 | 1947 | 1945 | 1946 | 1947 | 1945 | 1946 | 1947 | 1945 | 1946 | 1947 | 1945 | 1946 | 1947 
Jan. . 553 | 800 | 465 |—166)—266|—288) 387 | 534 | 177 | 2006| 2019] 1254 | 2559 | 2819 | 1719 233: 2565 | 2660 
GIR Sas | $85 | 771 | 320 |—178)/—287|—299] 407 | 484 21 | 1996 | 2019 | 1168 | 2581 | 2790 | 1488 2286 2441 | 2592 
March . © . .|| $75 | 805 | 332 |—167/—314|—287| 408 | 491 45 | 1993 | 2009| 955 | 2568 | 2814 | 1287 | 2283 | 23906 | 2561 
_I (Average) || 571 | 792 | 372 |—170)— —291| 401 | 503 81 | 1998 | 2016 | 1126 | 2569 | 2808 | 1498 | 2301 | 2467 | 2604 
EU is oo | 04 897 | 262 |—159|/—347/—263| 445 | 665 | — 1| 1983] 1998] 781 | 2587 | 2895 | 1043 | 2300 | 2404 | 2533 
Mave aks sus « Got | 916 | 197 |—163/—346|/—245| 438 | 570 | —48| 1972 | 1988] 682} 2573 | 2904| 879 | 2279 | 2337 | 2487 
fene ws. | $80 | 988 | 155 |—153|}—436|—228| 427 | 552 | —73 | 2009| 1985 | 606) 2589 | 2973| 761 | 2345 | 2397 | 2519 
II (Average) | 595 934 | 204 —158/—376 —245) 437 | 596 | —41 | 1988 | 1990 690 | 2583 | 2924 | 894 | 2306 | 2379 | 2513 
iis 2 Ay oa | 6¢ 7 | 217 |\—157;—456|—226] 533 | 511 | — 9| 2010] 1693| 517|2700!2 734 | 2342 | 2388 | 2479 
Rugs le Ss, - 774 | 916 | 252 |—195|—394|—226| 579 | 522 26 | 2013 | 1708] 453 | 2787 | 2624| 706 | 2382 | 2412 | 2507 
epi S) .|s 814 | 880 —183|—422 631 | 458 2013 | 1698 | 333 | 2827| 2578| 584|2450| 2513 | 2545 
II (Average) | 759 | 92I | —178|— 424 581 | 497 2012|1700| 434 | 2771 | 2621| 0675 | 2301 | 2438 | 2510 

Lee 783 | 768 | — 132|—442 Ost | 326 1993 | 1690 2776 | 2458 2474 | 2508 

INOWSeS oes. 817 | 747 | —173,—426 644 | 321 1993 | 1534 2810 | 2281 2478 | 2497 

JEG ieee 1758 | 538 | —255/—312 503 | 226 2024 | 1371 2782 | 1909 2 2720 

IV (Average) | 26 684 —187 —393 509 | 201 2003 | 1532 2789 | 2216 aah 2575 

The figures comprise balances with foreign customers 
Notes and holdings of foreign bills and foreign bonds less At end of month Monthly averages 
amounts due to foreign customers 


* The Riksbank holding of gold is given at its market value, other items (included in the note cover) at their book values. 


Commercial Banks, Stock Exchange. 


/ Commercial Banks | Share Index Shares sold 
| s on the Stockholm 
be Deposits, = |, sie cncieeoun: SDeroetin’ rn pome. ingther | Stock Exchange 
| (million kr.) ted (million kr.) (million kz.) 3 (1000 kr.) 
| 1945 | 1946 | 1947 1945 | 1946| 1947] 1945 | 1946) 1947 | 1945] 1946/1947 | 1945|1946] 1947] 1945 | 1946 | 1947 
I! | | 
Jan. . | 6398 | 6814 | 7067 | 5141 | 5981 | 7305 | 1257 | 833 | —238 | 188] 192 | 201] 220) 228) 254 | 1049] 952 | 1026 
Toe oe 6304 | 6714 | 7226| 5193 | 6120/7281 | 1111 594 |— 55 |} 191] 193] 195] 226| 233) 255] 944 235 776 
March . . 6368 6768 | 7135 | 5200 | 6260| 7515} 1162 | 508 | —380 | 191} 190] 185) 227 | 233] 244] 777 I] 839 
I (Average) | 6357 | 6765 | 7143 | 5180 6120 | 73 1177 | 645 | —224 |}190| 192| 194| 224/231 | 251] 923 716 880 
OTs 8 6437 | 6898 | 7173 | 5305 | 6381 | 7571 | 1132 | 517 | —398 || 190] 195| 185 | 230) 241 | 247 682 725 | 905 
Miyaas cs ..) 6377 | 6867 | 7209 | $342 | 6493 | 7678| 1035 | 374 — 469 || 191 ee: 183] 231 | 238] 249] 887] 610] 884 
MONE 68 oo. - 6454 | 6851 | 7156 | §362 | 6561 | 7730| 1092 | 290 | —574 | 184] 1 179 | 223| 237| 255] 679] 850| 677 
Il (Average) || 6423 | 6872 | 7179 | 5336 | 6478 | 7659 1 304 | — 480 | 188) 195 | 182 239| 250) 749) 728| 822 
Ply? Grane = Best 6992 | 7012 | 5346 | 6594 | 7820| 1255 | 398 | —808 || 192 | 200 185] 228 | 238 267 442| 549| 690 
Nero 6704 | 7029 | 7279 | $442 | 6652 | 7890 1262 | 377 | —O11 | 193| 198] 188 228 | 236| 268] 544] 516] 600 
Bepiecewr. k - 6828 | 7054 5458 | 6746 1370 | 308 198 | 192| 178] 228| 230] 249] 450] 518] 702 
Ill (Average) | 6711 | 7025 5415 4 1296 | 361 a 197| 184| 228 | 235| 261| 479} 528| 664 
ena? x aki 6877 | 7145 5490 | 6849 1387 | 296 196 | 193 222 | 230 543 484 
ne eee 6776 | 6897 $630 | 7041 1146 |—144 185 | 193 214 | 233 512) $7 
aes ae 6669 | 6939 5763 | 7242 — 303 183 | 194 214 | 237 479 | 1094 
IV (Average) | 6774 | 6994 5628 | 7044 1146 |— 50 188 | 103 217 | 233 sir | 718 
Deposits from and loans to the public within The figures denote mid- Stk tachetee 
Notes the country (at the end of the respective month) monthly average prices | business day 
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Rates of Interest and Price Level. 


Yield on Bonds Wholesale Price Index (Board of Trade) | Cost of Living 
(%) (1935 = 100) | —— 
: : : | (July 1914 = 100) 
Govt. Loans | Industrial Loans | Import Goods | Export Goods All Goods | 
1945 | 1946 | 1947 | 1945 | 1946 | 1947 | 1945 | 1946 | 1947 | 1945 | 1946 | 1947 | 1945 | 1946 | 1947 | 1945 | 1946 1947} 
ST eT eT aT ST ST SY PSSST TSS Sea 
| Jan...» . + - || 3.25] 3-05] 3.04] 3.39] 3-02 | 3.00 | 287 | 253 257 208 | 207 | 214 195 185 194 | 241 | 241 | 246 
| hep eee 3.07 3.04 3.04 3.14 2.98 3.02 288 254 259 208 208 215 | 19 185 195 ! - . é 
March .. . . |] 3.04] 3.03] 3-05] 3.02] 2.98 | 3.02 289 | 252 | 261 | 208 | 209 | 214 | 196 | 185 | 196 | 
I (Average) || 3.12 | 3.04| 3.04 3.18] 2.99 | 3.02 | 288 | 253 | 259 | 208 208 | 214 | 195 | 185 | 195 || le 
ie Atpri lene ae 3.04 | 3.03] 3-05 | 3.01] 2.98 | 3.00 || 290 | 248 | 264 | 207 | 210 | 238 | 196 | 185 197 || 242 | 241 | 254 
| MIEKA. ¢ ¢ o eae 3.04 | 3.03 | 3-05] 3.02] 2.98 | 3.07 || 289 | 248 | 264 | 205 | 212 | 256 | 196 | 18 198 | - - io 
JN sve 6 oo 3.05 | 3.03| 3.05] 3.02] 3.00 | 3.06 || 289 | 249 | 263 | 205 | 215 | 265 | 197 | 186 | 199] - : 
| II (Average) || 3.04} 3.03] 3.05| 3-02] 2.99| 3.04 || 289 | 248 | 264 | 2060 | 212 | 253 196 185 | 198 | | 
Weuly wien fe 3.05 | 3.03| 3.05| 3.02] 2.98 | 3.06 || 288 | 249 | 262 | 205 | 215 | 268 | 196 | 186 | 199 | 241 | 243 259 
Augie Be ss 3.05 | 3.03| 3-05 | 3.01] 2.98 | 3.06 || 262 | 250 | 264 | 205 | 211 | 268 | 194 | 185 | 199 ]| - — 
SQi os 6 oz 3.05 | 3.03 | 3.05| 3.00] 2.98 | 3.33 263 | 250 | 205 | 210 | 191 | 185 
| Ill (Average) || 3.05 | 3.03 | 3-05] 3-01] 2.98|3.15 || 271 | 249 | 205 | 212 | 194 185 
Ose tr aro 3.03 | 3.03 2.99| 2.94 274 | 254 | 203 | 210 | 191 | 186 242 | 243 
INOS: ae At alg ag 3.03 | 3.03 2.92 | 2.94 27 255 | 2020 211 | I9QI | 190 } = | ae 
ieDecier aos 3.04.| 3.04 3.02 | 3.00 274 | 255 | 201 | 211 | 190 | 192 a ae 
|__IV (Average) || 3.03 | 3.03 2.98 | 2.96 275 | 255 | 202 211 | 191 189 . / | 
Noates Calculated on market prices at | Refers to end 
middle of months of quarters 
Trade and Industry. 
| | | | 
Index of Pro- | Number of l 
Total Imports | Total Exports castes Unemployed Baile eae a loyment in 
ee: ae according to Feder. Registered by loaded Trucks | ger 
(million kr.) (million kr.) Pieecdhe tances g J | 
of Swed. Industries! T ahour Commission jon State Railways! (%) 
| (1935=100) | | 
\| ; i 
1945] 1946| 1947] 1945] 1946| 1947] 1945 | 1946 | 1947) 1945 | 1946 | 1947 | 1945 1946| 1947 1945 | 1946 1947 
] | l 
Jan... . . . |) 106] 219) 371]) 26] 199] 222) 114 | 125 | 130 |, 12088] 8829 5035 | .o} 114.6 |105.1) 6. ce | ae 
Feb. ty cs. §2| 189] 334] 31] 165| 119] 88 | 127 | 129 | 12862| 8564] 5279|/ obo 176 1064 as ea Me 
March ... .| 67] 226] 279|| .35) 167] 139] 84 | 128 | 129 13921 gir 4829 | 106.3/119.2 119.2] 5.9 | 4.6 | 4.2 
I (Average) | 75 | 211 | 328|/ 31 | 177| 160] 95 | 127 | 120 | 12824) 8504| 5048 08.3/113.8 110.2 2 | 5.2 |) se 
April. . . . «| 41] 267] 395] 31] 180] 220] 84 | 129 | 131 |) 12044 6534| 3474] 95.5|111.2 116.1] 4.5 | 3.2 | 2.6 
May, ome.) 48 | 299] 460]/ 44| 237] 251]) 84 | 129 | 130 || 10021 4594| 2087)) 94.5|117.7 |107.6] 3.8 | 22] 1.8 
ili. eierree aeeee ee 50 | 283| 467] 125 | 222| 295]| 85 | 128 | 131 | 7924] 3487] 1576 Q7.2|103.6 |102.2] 3.5 | 21 | 1.8 
Il (Average) || 46| 283] 427|| 67) 213| 255| 84 | 129 | 131 ae 4872 | 2379 95.7, 110.8 108.6) 3.9 a5 | @E 
Nhe ca ee ©} 300] 520] 209] 238] 318] 115 | 126 | 131 | $966] 2704) 1183) 100.6|107.1 3.2] 2a. |e 
ate od Eve ee 9 | 290} 496] 268} 193] 318] 120 | 125 $406 | 2308| 1067 || 108.6/115.3 3.2) li Bice 
CDE mee ee 135 | 296 245 | 234 ¥22 | 127 5409 | 2430] | 112.8)113.4 36 |) 2G 
III (Average) 1| 295 241 | 222 119 | 126 5504| 2481 | | 107.3/11T.g | 3-24) at 
Wy tee 327 267 | 238 124 | 129 5842] 2782 |} 115.5 119.4 | 3.2 | 22 
Be rons 160 345 240| 220 125 | 130 6757| 3557 (113.4/117.1 3.9 | 2.8 
CCl Pah 157] 331 234| 237 125 | 130 7296| 4084 { 103.5|103.6 6.7 | 4.9 
IV (Average) || 160 | 334 247 | 232 125 | 130 6632| 3474 (110.8 113.4 4.6 | 3.3 
Notes Seasonal change | Million kilom. |/% of total members 
removed per month at end of month | 
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Statement of Condition August, 31st, 1947 


ASSETS. 
EOL le ee Se ne ol Kr. 129.411.349 
PR hn iw 8 SER ne ews See oe oes Laie 3) ZOS0R SETS 
eu ee Se eee er re ee eer » 1.007.939.713 
yee LSS al OT eee er ee >» ~ 251.163.5678 
PeuMMCNESA INES, AGS 620 5 Oe ga Gt, BE ce + Gat «ben's >»  120.441.778 
REET eM ere Se Se Seer, SS ae ee ida a ER » 28.826.898 
eas CE, SES goog dey OLN ae eS Menke ee Rk 8 >»  151.925.499 
0 a DE ee ee cer ee ee > 75.324 795 
Pea rrimtare and Patties yo he a 1S ae eres > 22.318.946 
Kr. 2.156.005.126 
LUA TIVITIES. 

Bills at sight in circulation (»postremiss» bills)... ...... Kr. 18.038.172 
SON ee ee ey eer a Sr > —-471.311.246 
OPC ow dana he Fae ahs ea 4 i sca 2 Lb I6ooeF 
Banks and Savings Banks ........ Peay bh ke ey ao! at, pL oEeman 
REI CKOURES (6% FO se we le a a ewe tee 73.6561.108 

Share Capital .. ... => +++ ++ «++ Kr. 9§.708.000:; — 
Reserve Funds. . . 2. + + + + es + + © _% _94-292.000:—— ,  190,000.000 


Kr. 9.166.005.126 
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AKT HB O LAG 


Alsterbro 
Anderslév 
Ankarsrum 
Arboga 
Arlov 
Askersund 


Bengtsfors 
Bettna 
Billesholm 
Bjorkvik 
Boden 
Boliden 
Borgholm 
Boras 
Bromdlla 
Bralanda 
Bastad 


Dalby 
Dalsj6fors 
Degerhamn 


Ed 
Eskilstuna 
Eslov 


Falsterbo (?/s-3*/s) 


Flen 


Gamleby 
Gnesta 


GOTEBORG 


STOCKHOLM 


Offices and Branches: 


Grythyttan 
Gronskara 
Gustavsfors 
Garsnas 
Gavle 
Gokalund 


Goteborg 
(7 local branches) 


Hallsberg 
Halmstad 
Hillefors 
Hialsingborg 
Harndsand 
Hoganas 
Hogsater 
Hérby 


Jarna 


Kalmar 
Karlshamn 
Karlskoga 
Katrineholm 
Klippan 
Kopparberg 
Kristianstad 
Kumla 
Kungs6r 
K6ping 


Laholm 
Landskrona 
Lenhoyda 
Lessebo 
Limmared 
Link6ping 
Loftahammar 
Lomma 
Lulea 

Lund 
Léderup 


Malmk6ping 
Malmé 

(5 local branches) 
Mariedam 
Mariefred 
Mellerud 
Moheda 
Malilla 
Morbylanga 
Nora 
Norrk6éping 
Nybro 
Nyké6ping 
Nyniashamn 


Oxelésund 


Perstorp 


Pitea 


Ramkvilla 
Renland 
R3a 


Ronninge 


S:t Olof 
Simrishamn 
Sjébo 
Skelleftehamn 
Skelleftea 
Skivarp 
Skurup 
Smalands 
Gallaryd 
Solna 
Sparreholm 
Stallarholmen 
Stjarnhov 


Stockholm 
(25 local branches) 


Strangnas 
Svalév 
Sdéderhamn 
Sddertilje 
Sddra Vi 
Sdlvesborg 


Teckomatorp 
Tollarp 


MALMO 


Torshalla 
Trelleborg 
Trosa 
Tumba 
Tuna 
Tystberga 


Ulricehamn 


Umea 


Vagnhiarad 
Valla 
Vaxholm 
Vellinge 
Vimmerby 
Vingiker 
Vastervik 
Vaxjd 


Ystad 


Ammeberg 
Amal 
Animskog 
Astorp 


Almhult 


Angelholm 


Orebro 
Orkelljunga 
Overum 


a 


